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Dear Applicant:

We have considered your application for recognition of exemption
under Section S01(c)(7) of the Internal Revenue Cooce.

The evidence presented disclosed that you were incorporated in

According to your Articles of Organization, the purposes for
which your corporation is formed are as follows:

x) To encourage and promote safe flying of aircraft: to
purchase, own, and operate aircraft and any -and all equipment
pertaining thereto for the sole and exclusive benefit and use of
the corporate members, to purchase, hire, rent, or lease any
real estate necessary for said purposes.

The activities of the organization, as stated in the
application, are to provide and maintain an aircratt for
exclusive recreational use of it's corporate members only.
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The organization will provide for the proper care and
maintenance of the aircraft such as repairs, hanger spate.
licensing and contformance to regulatory requirements. 1he
organization operates on a very informal basis. The
organization alsoc states that they, generally, do not oplan
formal social or recreational activities since they are a amall
group and tend to orgenize such activities on an wnformal,
imdrgmtu basis.

the aircraft primarily for transportang

and friends. The aircratt usage 21s
S0%L Joint use.

The organization uses
- members., their families
‘split approximately 5S0% individual use and
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The ccrporation provides multiple benefits tc its members, such
as: direct control over the aircraftt and its mainternance; direct
control of its scheduling and operation; shelter from personal
liability resulting from each other actions: maximize the
utility of use at the minimum cost; and share common interests.
training activities, and reduce the cost of cwanership.
Membership in the organization is limited to only five members.
Members will participate in personal activities on their own,
outside the club environment. The organization has a minimum of
one formal board meeting a year. i

According to the financial statements of your organization, all
of your expenses are from fuel costs, hanger rent, insurance,
annual inspection and maintenance.

Section S01(c)(7) of the Code provides exemption to clubs
organized for pleasure,‘recreation, and other nonprofitable
‘purposes, substantially all of the activities are Tor such
purposes and no part of the net earnings of which inures to the
benefit of any private shareholder. In general, this exemption
extends to social and recreation clubs which are supported
solely by membership fees, dues, and assessments. However, a
club otherwise entitled to exemption will not be disqualified
because it raises revenue from members through the use of club
facilities or in connection with club activities.

<
Section 1.501{c)(7)-1(a) of the Income Tax Regulations applies
only to clubs which are organized and operated exclusively for:
pleasure, recreation arnd other nonprofit purposes, but does not
apply to any club if any part of its met earnings nures to the
benefit of any private shareholder. In gereral, this exemption
erxtends to social and recreational clubs which are supported
solely by membership fees, dues and assessments. However, &
club otherwise entitled to exemption will not be disqualified
because it raises revenue from members through the use of club
facilities or in connection with club activities.

Revenue Rulinmg 70-32, 1970-1 C.H. 132 states that a flying club
providing economical flying facilities for ity members but
having no organized social and recreation mrogram does not
qualify for exemption under Section S01(c)(7) of the Code.

Revenue Ruling 69-63%, 1969-2 C.E. {24 states that an automobile
club whose prancipal activity is rendecring auvtomobile services
to its members, but has no significant social or recreational
for exemption under Section 501l (c)(7) ot the Code.

Revenue Ruling 74-30, 1994-1 C.u. 137 states that & flying clut
must be organized for cleasure and recreation. Mlso, & Tlvaing
club of limited membership that provaides Tlyinq prisvlleges
solely tor 1ts members, assesses dues based ON the club s tiwed
operating costs and charges fees based on variable poeratina
expenses, and whose membors areg 1nterested 1N flvimQ &g & nebby .
constantiy commingle im informal neetings., maintain and repar
the aircraft owned by the ciub. and fly together n small groups
qualified for exemption under Section S01(cC(7) of the Code .
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Your primary activities are \sry similar to the activitics of
the organizations described in Revenue Ruling 720-I2 and Revenue
Rulirmg 69-635% in that your primary activity 1s ftc own, maantain
and operate a plane (or the purpose of membersmip Tlying with no
organized social recreational programs or activities. However
there is little commirngling among members for socizal or
recreational purposes. '

Unlike the organization described in Revenue Ruling 74-30, your
organization does not exclusively provide the members with a
social and recreational programs. The members of your club are
not in the hobby of flying for recreation, but to obtain
economic flying facilities suitable for their individual
personal use. By performing these activities, the organlization
is not operating within the meaning of Section S01{c)(7) ot the
Code.

Although, the organization has social and recreational
activities, these activities are insignificant in nature. The
aircraft usage is culit about S0% individual use and 3074 joint
use. This is not r .clusively social or rec-eational 1n nature.
The members of the organization are using the aircraft for thear
personal use which is a service to members rather than Tor
nleasure and recreation.oi the members.

fccordingly, we conclude that yeu do not meet the reguirsments
for exempt status under IRC section 501(c)(07) and propose to
deny your request for evemption under that section.

We have also determined that you fail to qualify for exemot
status under any other subsection of IRC S0Qi(c).

You afe required to file a taxable returnm Form 1120 or 1041 witn
the District Director of Internal Revenue Service. Flease gend
the returmn to the Internal Revenue Service. F.0. Hox 1680,
General Fost Office, Brooklyn, NY 11202,

1f you do r.ot agree with this determination, you may request a
Conferesrce with the Regional Director of Appeals by protesting
in accordance with the enclnsed instructions withiin D0 days.

Frotests submitted which do not contain all the documentetion
stated in the i1nstructions will be returrned Tor completion.

1f we oo mot nhear from you within that time. this determinetion

will become Tinal.

Sirceyely vp

[

‘District Directon ¢
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